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State Director to reflect any change in the 
interest rate. 

[52 FR 6501, Mar. 4, 1987, as amended at 54 FR 
28022, July 5, 1989] 

§ 1980.424 Term of loan repayment. 
(a) Principal and interest on the loan 

will be due and payable as provided in 
the promissory note except, any inter-
est accrued as the result of the bor-
rower’s default on the guaranteed 
loan(s) over and above that which 
would have accrued at the normal note 
rate on the guaranteed loan(s) will not 
be guaranteed by FmHA or its suc-
cessor agency under Public Law 103– 
354. The lender will structure repay-
ments as established in the loan agree-
ment between the lender and borrower. 
Ordinarily, such installments will be 
scheduled for payment as agreed upon 
by the lender and applicant but on 
terms that reasonably assure repay-
ment of the loan. However, the first in-
stallment to include a repayment of 
principal may be scheduled for pay-
ment after the project is operable and 
has begun to generate income, but such 
installment will be due and payable 
within three years from the date of the 
promissory note and at least annually 
thereafter. Interest will be due at least 
annually from the date of the note. Or-
dinarily, monthly payments will be ex-
pected, except for seasonal-type busi-
nesses. 

(b) The maximum time allowable for 
final maturity for an FmHA or its suc-
cessor agency under Public Law 103–354 
guaranteed B&I loan will be limited to 
thirty (30) years for land, buildings and 
permanent fixtures; the usable life of 
the machinery and equipment pur-
chased with loan funds, but not to ex-
ceed fifteen (15) years; and seven (7) 
years for the working capital portion 
of the loan. The term for a loan that is 
being refinanced may be based on the 
collateral the lender will take to se-
cure the loan. 

(c) The maximum time allowable for 
final maturity of an FmHA or its suc-
cessor agency under Public Law 103–354 
insured loan for community facilities 
will not exceed forty (40) years. 

(d) FmHA or its successor agency 
under Public Law 103–354 will not guar-
antee any loan in which the promissory 
note or any other document provides 

for the payment of interest upon inter-
est. 

Administrative 

It is permissible for lenders to structure 
the borrower’s financial proposal under the 
multi-note option as provided for in para-
graph III A.2. of Form FmHA or its successor 
agency under Public Law 103–354 449–35, 
‘‘Lender’s Agreement,’’ in the following 
ways: 

A. To treat the entire financial package of 
the borrower as one loan (i.e., loan purposes 
may include one or any combination of 
working capital, machinery and equipment 
or real estate) provided: 

1. The loan is amortized to provide repay-
ment of the working capital portion within 
the 7 years, the machinery and equipment 
portion within useful life or 15 years, which-
ever is less, and real estate portion within 30 
years. 

2. One note represents the unguaranteed 
portion of the loan. It is permissible to issue 
as many as 10 notes or the guaranteed por-
tion of the loan. 

3. A Form FmHA or its successor agency 
under Public Law 103–354 449–34, ‘‘Loan Note 
Guarantee,’’ is attached to all notes, includ-
ing the unguaranteed note. 

4. One interest rate (either variable or 
fixed) is used for the entire loan or one inter-
est rate is used on the guaranteed portion 
and a different interest rate is used on the 
unguaranteed portion, subject to the require-
ments and conditions found in § 1980.423 of 
this subpart. 

5. One of each of the following Forms: 
FmHA or its successor agency under Public 
Law 103–354 449–14, FmHA or its successor 
agency under Public Law 103–354 1940–3, ‘‘Re-
quest for Obligation of Funds—Guaranteed 
Loans,’’ FmHA or its successor agency under 
Public Law 103–354 449–35, and FmHA or its 
successor agency under Public Law 103–354 
1980–19, ‘‘Guaranteed Loan Closing Report,’’ 
is used. 

B. To treat the financial package of the 
borrower as separate loans that are proc-
essed as a single application provided: 

1. A separate loan is made for each purpose 
(i.e., working capital, machinery and equip-
ment or real estate). As an example, a work-
ing capital loan could be structured as fol-
lows: 

One note for $XXXX at X% interest due in 
7 years representing the unguaranteed por-
tion of the loan, and 

Up to 10 notes for $XXXX at X% interest 
due in 7 years representing the guaranteed 
portions of the loan. 

2. A Form FmHA or its successor agency 
under Public Law 103–354 449–34 is attached 
to all notes, including the unguaranteed 
note. 
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3. A different interest rate may be used on 
the guaranteed and unguaranteed portions of 
the loan, subject to the requirements and 
conditions found in § 1980.423 of this subpart. 

4. Separate Forms FmHA or its successor 
agency under Public Law 103–354 449–14, 1940– 
3, 449–35, and 1980–19 are required for each 
loan. If you have two loans, one for working 
capital and another for real estate, then a 
set of these forms will be required for each 
loan. 

C. Form FmHA or its successor agency 
under Public Law 103–354 449–36, ‘‘Assign-
ment Guarantee Agreement,’’ will never be 
used when the multi-note option is utilized. 

D. Par. (b). The State Director will assure 
that the loan officer reviewing the applica-
tion fully evaluates the useful life of the col-
lateral offered for the loan when determining 
maturities for the loan. Loan requests for 
the maximum maturities could result in col-
lateral obsolescence prior to full repayment 
of the indebtedness. The loan file must be 
documented to support the maturity granted 
for the loan. 

[52 FR 6501, Mar. 4, 1987, as amended at 56 FR 
8271, Feb. 28, 1991] 

§ 1980.425 Availability of credit from 
other sources. 

(a) Inability to obtain credit else-
where is not a requirement for guaran-
teed assistance under this subpart. 

(b) To be eligible for an insured loan 
under this subpart, the borrower must 
be unable to obtain the required credit 
from private or cooperative sources at 
reasonable rates and terms, taking into 
consideration prevailing private and 
cooperative rates and terms in the 
community in or near the borrower’s 
location(s) for loans for similar pur-
poses and period of time. The bor-
rower’s inability to obtain such credit 
elsewhere will be determined in accord-
ance with subpart A of part 1942 of this 
chapter. 

§ 1980.426–1980.431 [Reserved] 

§ 1980.432 Environmental require-
ments. 

[See subpart A, § 1980.40 and subpart 
G of part 1940 of this chapter.] 

Administrative 

When required by subpart G of part 1940 of 
this chapter, the approving official will re-
view Form FmHA or its successor agency 
under Public Law 103–354 1940–20, ‘‘Request 
for Environmental Information,’’ submitted 
by the borrower and the environmental im-
pact assessment prepared by the environ-

mental reviewer. The approving official will 
indicate his/her decision as part of the as-
sessment when required. If the approving of-
ficial determines that an EIS is required, he/ 
she will notify the borrower and lender in 
writing. 

§ 1980.433 Flood or mudslide hazard 
area precautions. 

(See subpart A, § 1980.42.) 

Administrative 

The State Director is responsible for deter-
mining if a project is located in a special 
flood or mudslide hazard area. Refer to sub-
part B of part 1806 of this chapter [FmHA or 
its successor agency under Public Law 103– 
354 Instruction 426.2]. 

§ 1980.434 Equal opportunity and non-
discrimination requirements. 

(See subpart A § 1980.41.) 

Administrative 

The State Director will assure that equal 
opportunity and nondiscrimination require-
ments are met. If there is indication of non-
compliance with these requirements, such 
facts will be reported by the Compliance Re-
viewing Officer or FmHA or its successor 
agency under Public Law 103–354 Official in 
writing to the Administrator, ATTN: Equal 
Opportunity Officer. 

§ 1980.435–1980.440 [Reserved] 

§ 1980.441 Borrower equity require-
ments. 

(a) A minimum of 10 percent tangible 
balance sheet equity will be required 
for insured loans at loan closing or at 
the time the Loan Note Guarantee is 
issued for guaranteed loans. However, 
balance sheet equity in the amount of 
at least 20–25 percent will be required 
under the following circumstances: 

(1) For new businesses since they do 
not have a history of proven operations 
and such businesses generally experi-
ence unforeseen startup expenses which 
may deplete the available cash re-
sources. 

(2) For businesses where the borrower 
does not or cannot offer a limited or 
full personal or corporate guarantee as 
required in § 1980.443 and thereby weak-
ens the financial soundness of the loan. 

(3) For energy related businesses 
since these types of projects may be 
technically feasible, but in many in-
stances are more susceptible to higher 
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